
January 24, 2017 

Dear Friend, 

Last year was one of the most eventful years in recent memory with numerous unexpected 
outcomes.  The year began with a nearly 11% decline in the S&P 500 index on fears of China 
slowdown, crude oil hitting a low of $26 in February, the widely unexpected Brexit vote in June 
and the U.S. presidential election outcome in November followed by a 5%  surge in the S&P500 
index.  While the year was bookended by a decline and surge, we experienced a historic low in 
the 10 year treasury rate at 1.36% versus 2.4% at the close of the 4th quarter.  During the 4th 
quarter the U.S Federal Reserve (the Fed) raised the interest rate for the first time in over a year 
with many market participants expecting further rate increases in 2017.  Clearly we have moved 
from a zero interest rate policy that has generally fallen short in achieving an escape velocity for 
the economy to an infrastructure spending and tax cut driven fiscal policy. 

During the 4th quarter the market experienced a rapid switch from favoring growth companies to 
favoring value as sectors such as Financials, Industrials and Energy outperformed companies in 
the Healthcare and Consumer Staples sectors.  In fact, the Lipper Value index was up 8.3% in the 
fourth quarter while the Lipper Growth index only gained about 0.3%.  As the market appetite 
for value grew, the demand for passive investment strategies also gained momentum.  Last year 
investors poured $277 Billion of capital into ETFs which grew to about $2.5 Trillion of assets 
under management by the end of 2016.  Smaller cap U.S. domestic stocks outperformed larger 
cap global stocks.  Although value outperformed, the Integre Large Cap Value strategy views 
value stocks as higher quality companies with strong balance sheets and margins.  These high 
quality companies generally underperformed their peers.  While disappointing in the short run, 
the strategy takes a longer-term approach seeking to generate outperformance over a full market 
cycle while preserving tax efficiency with low turnover.  In retrospect, some might look at 2016 
as a missed opportunity to reposition the portfolio.  However, we believe that the portfolio is 
conservatively positioned to benefit from a re-acceleration of the economy while seeking to 
protect capital should the equity markets experience a draw-down from near record high 
valuations.   

Like many of our peers we did not expect the success of Donald Trump’s presidential campaign.  
While the election and signals from the new administration have caused market uncertainty, the 
proposed corporate income tax cuts, reduced regulations and infrastructure spending are likely to 
be powerful forces that can reinvigorate growth in corporate earnings in sectors such as 
financials and industrials and extend the length of recovery.   That said, we were unwilling to 



chase the most recent rally that was predicated on speculation in favor of prudently observing 
what will happen  and how the  market prices in policy benefits versus what is posted on Twitter.   
 
Since inception on June 30, 2012 through the end of 2015, the Integre Large Cap Value strategy 
returned 58.4% net of fees versus the Russell 1000® Value index return of 56.4% over the same 
time period.  While the strategy has experienced long-term success, the volatility of 2016 was a 
headwind to performance in the near-term.  Underperformance during the year was primarily 
driven by the 4th quarter where the strategy returned 0.34% net of fees versus 6.68% for Russell 
1000® Value index and 3.82% for S&P 500 index. As a result, the Large Cap Value strategy 
returned 2.55% net of fees in 2016 versus a 17.34% gain for the Russell 1000® Value index and 
11.96% for the S&P 500 index.   
 
Being invested alongside you, I am acutely aware of the disappointing results in 2016.  That said, 
I am focused on adjusting the portfolio to the dramatic policy shift that the new presidential 
administration is in the process of launching, uncovering underappreciated value and avoiding 
investments that do not represent compelling appreciation opportunities.  As such, the seismic 
policy shift will probably result in accelerated growth in the U.S. economy to what is likely to be 
greater than 2%.  I expect that the proposed large spending on infrastructure will be accompanied 
by corporate tax cuts and repatriation of overseas cash which may be used in capital spending, 
acquisitions or shareholder return.  Clearly those tax cuts will help the smaller U.S. companies 
that are in high tax brackets more than the multinational companies which already have a lower 
effective tax rate.  However, I believe that the repatriation of capital held offshore will have a 
growth effect as multinational companies will be able to funnel newly repatriated capital into 
U.S. projects and investments.  
 
While this is a far more positive outlook for the U.S. economy, there are also potential risks on 
the horizon including; a stronger U.S. dollar, rising inflation and interest rates and a high 
valuation for the market as a whole.  We also see risks with trade negotiations, China trapped in 
a debt bubble resulting in steep currency depreciation and Eurozone facing risks from elections 
in tectonic political shifts in the Netherlands, France and the unwinding of the U.K.’s contentious 
exit from the Eurozone following the Brexit vote last year.  In sum, we are more positive on the 
outlook for the equity markets but we are actively monitoring event risks that can provide us 
with opportunities to reposition our portfolio to benefit from the more positive long term 
backdrop. As in prior market upheavals since the Large Cap Value strategy’s launch in 2012 to 
the end of 2015, I believe that in the fullness of time the underperformance of 2016 will be 
minimized as the portfolio is positioned to benefit from stable long-term outperformance.   
 
  



Our goal is to invest in out-of-favor large cap stocks with a margin of safety and high returns.  I 
am excited to think about the opportunities that will be uncovered in 2017.  I am committed to 
managing your capital is if it were my own and greatly appreciate the vote of trust that you have 
cast by partnering with me in this journey.  Thank you for your confidence and best wishes for a 
prosperous 2017. 
  
    
S. Basu Mullick 
Principal 
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Integre Asset Management’s Large Cap Value strategy is a long-only investment strategy that seeks to preserve
capital on an absolute basis and outperform the Russell 1000® Value index. The strategy invests in out-of-favor large
cap value securities that generate free cash flow and have a strong balance sheet, with a preference for companies that
have strong returns and growing dividends. The combination of low valuation, quality bias, and dividend yield can
position a portfolio for long term appreciation while lowering volatility. Large Cap Value builds on the highly
successful bottom up stock selection process with a greater emphasis on capital preservation, reduced volatility and
higher information ratio.
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INFORMATION PROVIDED IN THIS COMMUNICATION IS CONSIDERED 
PROPRIETARY AND PRIVATE TO THE FIRM.  THE FIRM DOES NOT ALLOW THE 
DISSIMINATION OF THIS INFORMATION THROUGH ELECTRONIC MEANS, OR 
OTHERWISE, WITHOUT EXPLICIT WRITTEN CONSENT.   
 

Integre Asset Management, LLC (“Integre” OR “the Firm”) is an independent 
investment management firm registered with the U.S. Securities and 
Exchange Commission under the Investment Advisers Act of 1940.  This 
material is intended to inform you of services available through Integre. 
 

Preliminary performance figures are unaudited.  Past performance may not 
be indicative of future results and every investment program has the 
potential for loss as well as profit.  The Composite is the dollar-weighted 
linked monthly returns of those accounts sharing the objective of the 
respective strategy.  Accounts are included in the composite at the beginning 
of the first full month following the month during which the account came 
under management.  Accounts that are terminated remain in the composite 
until the last full month the portfolio is under management, and the 
composite continues to include terminated portfolios for all periods prior to 
their termination.  There is no minimum asset size above which managed 
accounts would be included in or below which managed accounts would be 
excluded from the composite.  Individual account results will vary from that 
of the composite based on fee structures, investment restrictions, the timing 
of contributions and withdrawals and other factors.  
 

The S&P 500 is an index of 500 stocks chosen for market size, liquidity and 
industry grouping among others.  The S&P 500 is designed to be an indicator 
of U.S. equities and is meant to reflect the risk / return characteristics of the 
large cap universe. 
 

The Russell 1000® Value Index measures the performance of the large-cap 
value segment of the U.S. equity universe.  It includes those Russell 1000® 
companies with lower price-to-book ratios and lower expected growth 
values.  The Russell 1000® Value Index is constructed to provide a 
comprehensive and unbiased barometer for the large-cap value segment.  
The index is completely reconstituted annually to ensure new and growing 
equities are included and that the represented companies continue to reflect 
value characteristics. 
 

These market indices are broad-based market-weighted index dominated by 
large cap stocks as noted and are provided for information purposes only and 
as a general reference for U.S. market indices. 
Neither Integre Asset Management nor its employees provide tax or legal 
advice. All investors are strongly urged to consult their own tax or legal 
advisors with respect to the impact on their personal situation of any 
potential strategy or investment. 
 

This material is presented solely for informational purposes and nothing 
herein constitutes investment, legal, accounting or tax advice, or a 
recommendation to buy, sell or hold a security. No recommendation or 
advice is being given as to whether any investment or strategy is suitable for 
a particular investor. It should not be assumed that any investments in 
securities, companies, sectors or markets identified and described were or 
will be profitable. Information is obtained from sources deemed reliable, but 
there is no representation or warranty as to its accuracy, completeness or 
reliability.  All information is current as of the date of this material and is 
subject to change without notice. Any views or opinions expressed may not 
reflect those of the firm as a whole.  Additional information can be provided 
upon request. 
 

 
 

Large Cap Value 
Notes & Disclosures 

All material has been obtained from sources believed to be reliable, but its 
accuracy is not guaranteed. There is no representation or warranty as to the 
current accuracy of, nor liability for, decisions based on such information. The 
views expressed in this presentation are subject to change based on market 
and other conditions.  
 

© 2016 Integre Asset Management, LLC.  All Rights Reserved. No part of this 
document may be reproduced, stored, or transmitted by any means without 
the express written consent of Integre Asset Management. 
 

The information presented herein has been prepared for informational 
purposes only and is not an offer to buy or sell, or a solicitation of an offer to 
buy or sell, any security or fund interest or any financial instrument.   
 

The illustrations, written or communicated otherwise, are intended solely as 
a tool to assist in consideration of various potential asset allocations for a 
client’s account. Integre makes no warranty that the asset allocations 
discussed in this presentation will be used to manage your account.  Asset 
allocations may differ between clients based on their investment objectives 
and financial situations. No assurance can be given that the investment 
objectives described herein will be achieved and investment results may vary 
substantially on a quarterly, annual or other periodic basis.  
 

Note 1: The stocks communicated in the verbal or written examples may be 
included in client portfolios. They do not reflect all securities traded 
by the client. Stocks used in written or verbal communication are 
selected on the basis of being within a representative portfolio.  
The stocks were not selected on the basis of any performance 
based criteria and the use of those stocks in the examples does not 
constitute a recommendation to buy or sell any  securities. 

 
Note 2:  Past performance is not indicative of future results.  Given the 

inherent volatility of the securities markets, it should not be 
assumed that investors will experience returns comparable to those 
shown here.  Market and economic conditions could change in the 
future producing materially different  returns than those shown 
here. Accordingly, no representation or warranty is made to the 
sufficiency, relevance, importance, appropriateness, completeness, 
or comprehensiveness of the market data, information or 
summaries contained herein for any specific purpose.   

 
Note 3:  The benchmarks used are for purposes of comparison and should 

not be understood to mean that there will necessarily be a 
correlation between the portrayed returns herein and these 
benchmarks.  The comparisons herein of the performance of the 
market indicators, benchmarks or indices may not be meaningful 
since the constitution and risks associated with each market 
indicator, benchmark or index may be significantly different.   

 

The referenced indices are unmanaged and not available for direct 
investment. Index performance does not reflect transaction costs, 
fees or expenses. 

 

GIPS® presentation is available on request.  
 
SEC Forms ADV 1, 2A, 2B and the Privacy Policy are available on request. 
 
For further information please see www.integreAM.com or contact the firm 
by electronic mail at info@integreAM.com.  

http://www.integream.com/
mailto:info@integreAM.com
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